
The power of the Ansoff matrix in growth strategy

Description

The Ansoff Matrix is a widely used growth strategy tool that helps companies determine
their growth strategy. This matrix provides insight into four different growth directions based
on two key dimensions: market (existing or new) and product (existing or new). When
combined with a clear strategic positioning, such as the model developed by Treacy and
Wiersema, it forms a strong foundation for an effective marketing strategy.

The Power of the Ansoff Matrix

The Ansoff Matrix enables businesses to think systematically about growth. Whether you are
a small company aiming to expand or a large corporation seeking to increase market share,
this model guides you in choosing the right path. The matrix identifies four growth strategies:

1. Market Penetration â?? existing products in existing markets
2. Product Development â?? new products in existing markets
3. Market Development â?? existing products in new markets
4. Diversification â?? new products in new markets

By analyzing the risks, opportunities, and requirements associated with each growth
direction, businesses gain clarity on which strategy best aligns with their ambitions and
capabilities.

1. Market Penetration: Getting More from Existing Markets

Market penetration is often considered the least risky growth strategy. Here, a company
focuses on increasing its market share within its current markets using existing products or
services. This can be achieved through various tactics:

Increasing advertising and promotional efforts
Offering discounts or special deals
Improving customer satisfaction and loyalty
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Winning over customers from competitors by offering better service or quality

Example: A local bakery trying to attract more customers by introducing a loyalty card or
running frequent promotions on social media.

This strategy requires a deep understanding of the current market and customer needs but
generally does not require product or operational changes.

2. Product Development: New Products for Existing Customers

With product development, a company introduces new products or services to its existing
customer base. This approach is often used to respond to changing customer preferences,
leverage technological innovations, or expand the product range to offer more value.

Example: A coffee shop adding vegan cakes or seasonal drinks to its existing menu.

This strategy involves investment in innovation, product testing, and sometimes new
production capabilities. However, since the market is already familiar, the chance of success
is relatively higher.

3. Market Development: Taking Existing Products to New Markets

Market development involves offering existing products or services to a new customer group.
This could mean expanding geographically (e.g., entering a new country) or targeting a
different demographic segment.

Example: A Dutch software company launching its product in Germany or Belgium.

The risks are higher compared to market penetration, because of limited knowledge about
the new market. Success requires market research, cultural adaptation, and sometimes
different distribution or marketing strategies.

4. Diversification: New Products in New Markets

Diversification is the most risky growth strategy, as it involves entering a new market with a
new product â?? two unknown factors at once. However, diversification can also be a
strategic move to reduce dependency on one market or capitalize on emerging trends.

There are two types of diversification:

Related diversification: expanding into markets or products that are connected to the
companyâ??s core business.
Unrelated diversification: entering completely new markets or product areas.

Example: An automotive company developing electric bicycles (related diversification)
versus the same company launching a food delivery app (unrelated diversification).
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Successful diversification requires a clear strategy, thorough research, and often
partnerships with experienced players in the new domain.

Connecting with Treacy and Wiersema: Strategic
Positioning

While the Ansoff Matrix shows how a company can grow, the model by Treacy and
Wiersema helps define where to excel. They identify three value disciplines:

1. Operational Excellence â?? focus on efficiency, low cost, and reliability
2. Customer Intimacy â?? focus on close customer relationships and tailored solutions
3. Product Leadership â?? focus on innovation and high quality

Combining your chosen growth strategy from the Ansoff Matrix with one of these value
disciplines sharpens your marketing approach.

Example combinations

Market Penetration + Operational Excellence: competitive pricing and heavy
promotions
Product Development + Product Leadership: innovative, cutting-edge products
Market Development + Customer Intimacy: personalized marketing to new customer
segments

Five business facts about growth strategy and marketing

1. 80% of revenue typically comes from 20% of a companyâ??s existing customers.
This highlights the importance of market penetration and customer loyalty strategies
before venturing into new markets or products.

2. New product development accounts for roughly 30% of the revenue growth in
leading companies.
Innovation is a key driver of sustained growth and competitive advantage.

3. Entering new geographic markets can increase a companyâ??s total addressable
market by up to 50-100%.
Market development strategies often unlock significant growth opportunities, especially
for digital or scalable products.

4. Companies that diversify tend to have lower risk exposure in economic
downturns.
Diversification spreads risk across different markets or product lines, helping
companies remain resilient.

5. Less than 10% of new product launches are considered truly successful without
adjustments post-launch.
This underlines the importance of ongoing market research, customer feedback, and
agile product development in product growth strategies.

Frequently Asked Questions (FAQs)
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1. How do I decide which Ansoff growth strategy is right for my business?

Choosing the right growth strategy depends on your companyâ??s resources, market
knowledge, risk tolerance, and long-term goals. Market penetration is usually the safest
starting point, especially if your current market has room to grow. If you have strong R&D
capabilities, product development can be promising. Market development requires good
understanding of new customer segments, and diversification should be approached
cautiously, often after careful research or partnerships.

2. Can a company pursue more than one Ansoff strategy at the same time?

Yes, companies often pursue multiple growth strategies simultaneously or sequentially. For
example, a business might focus on market penetration to strengthen its base, while also
investing in product development to stay competitive. The key is to ensure that the
organization has the capacity and resources to manage these initiatives effectively.

3. How does Treacy and Wiersemaâ??s model complement the Ansoff Matrix?

While the Ansoff Matrix guides where and how to grow, Treacy and Wiersemaâ??s value
disciplines help determine how to compete effectively within those growth paths. Combining
both frameworks ensures your growth strategy is not just ambitious but also aligned with
delivering superior value through operational excellence, customer intimacy, or product
leadership.

Conclusion

The Ansoff Matrix is a powerful tool for guiding business growth. Whether you want to
deepen your presence in your current market, develop new products, expand into new
markets, or diversify completely, this model helps structure your options. Combined with the
strategic positioning framework of Treacy and Wiersema, you create a marketing strategy
that focuses not just on growth but on sustainable value creation for your customers.

In summary:

The Ansoff Matrix identifies four growth paths: market penetration, product
development, market development, and diversification.
Each strategy carries its own risks, opportunities, and requirements.
Combining Ansoffâ??s growth directions with Treacy and Wiersemaâ??s value
disciplines creates a focused, well-rounded marketing strategy.
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